DEPARTMENT OF THE ARMY
OFFICE OF THE ASSISTANT SECRETARY OF THE ARMY
INSTALLATIONS AND ENVIRONMENT
110 ARMY PENTAGON
WASHINGTON DC 20310-0110

JAN 3 1 2005

The Honorable Duncan Hunter
Chairman

Committee on Armed Services

United States House of Representatives
Washington, DC 20515-6035

Dear Mr. Chairman:
This is in response to the requirement in Senate Report #108-260 of the Fiscal
Year 2005 National Defense Authorization Act concerning Central Management of

Installations.

The enclosed report addresses the five areas described on page 442 of the
Senate Report.

Sincerely,

. {\
}g’ ) WSSEL § Vammetn
Geoffrey .b’rosch

Principal Deputy Assistant Secretary of the Army
{Installations and Environment)

Enclosure

cc: The Honorable Ike Skelton
Ranking Member

Prirgod on @ Recycled Paper



RESPONSE to SASC REPORT
May 11, 2004
Items of Interest
Page 441

Report to Congress
Central Management of Installations

Background: The following is an excerpt from page 441, Items of Special Interest,
Senate Report 108-260, National Defense Authorization Act for Fiscal Year 2005,
Committee on Armed Services, May 11, 2004

Central management of installations

In October 2002, the Sccrelary of the Army activated the Installation Management
Agency (IMA) within the Department of the Army to be solely responsible for
management of all Army Active and Reserve installations worldwide. The goal of the
program was to ensure a standard and equitable delivery of services and resources to cach
instailation, while reducing overhead costs and redundant instatlation support activities,
The IMA is charged with establishing facility base operations support requirements,
advocating for resources within the Department of the Army, and funding facility
projects and base operations support accounts annually to satisfy requirements. The
Secretary of the Navy established a similar orgamization under the Commander, Navy
installations (CNI), in October 2003,

The committee is concerned that the process for resource allocation by these
centrally managed agencies is continuing to result in chronic under funding of facility
sustainment and base operating accounts. The ability of installation commanders to
respond to urgent mission and facility requirements by quickly reallocating funds at the
installation level has been curtailed in favor of a centrally managed decision making
process. Installations that require a higher degree of resource allocation due to their
unique mission, such as the U.S. Military Academy and the U.S. Naval Acadeny, are
now competing for resources with dissimilar installations.

Therefore, the commiitlee directs the Secretaries of the Army and Navy, each to
submit a report to the commitiee by February 1, 2005 that describes:

1) The resource allocation and prioritization process for disbursement of funds to
cach instaliation;

2) The consideration of the impact of an installation’s mission to each service’s
overall mission;

3) The consideration given to the facility and base operating support requirements
for installations with unigue missions or substantially greater requirements;

4y The authority granted to installation commanders to quickly reallocate local funds
to carry out urgent facility and installation support requirements;

5) A comparison and assessment by each major installation of the amount obligated
for base operating support and facility sustainment accounts in fiscal years 2003
and 2004,
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1. THE RESOURCE ALLOCATION AND PRIORITIZATION PROCESS FOR
DISBURSEMENT OF FUNDS TO EACH INSTALLATION

The programming and budgeting development did not change lor the Army. The
output from various models provides the baseline for Army validated Base Support
requirements that compete with other requirements toward balanced and executable
programs that comprise the President’s Budget.

The process for resource prioritization and allocation is a combination of model
driven requirements based on installation population and facilities data, prior budget
execution and corporate assessments adjusting for installation and mission support
specific requirements.

The primary models for the development of requirements are the DoD Facilities
Sustainment Model (FSM) for the sustainment portion of [acilities Sustainment,
Restoration, and Modernization (SRM) and the Army Installation Management -
Headquarters Information (AIM-HI) model for Base Operations Support (BOS). The
FSM develops annualized estimates for funds needed to maintain each type of
infrastructure at an installation based on specific characteristics such as facility
classification, major components within the facility, and installation location over the
facility life cycle using the projected Real Property Inventory. The projected inventory
makes adjustments for approved new construction projects, anticipated disposals, and any
known mission realignments. These annualized total life cycle costs and the associated
cost factors arc updated annually based on industry data. The resulting annual facility
sustainment dollar requirements are identified at the facility classification level for each
installation.

The Army's AIM-HI model develops estimates of requirements for BOS services based
on a variety of variables including population, actual costs incurred in the performance of
services, size, and dollars required to accomplish the total requirement Functional
representatives from across the Army Staff review the output of the models. The Deputy
Assistant Secretary of the Army for Cost and Economics provides cost factors for the
Army supply adjustments based on known changes that would affect costs, such as new
construction, changes in missions, or implementation ol new programs.

After submission of the annual appropriation request and prior to execution of the
resultant appropriations, the IMA, in its role as an executing agency, again reviews the
garrison requirements data. This provides another opportunity to review the requirements
in hight of possible changes in installation mission since the data were developed for the
budget. IMA also considers unique mission support requirements and recent budget
execution history when establishing the allocation of appropriated funds to installations.
This is an iterative process that requires the involvement of IMA headquarters, IMA
regions, and garrison leaders, working together to achieve equitable distribution of funds
that meets mission support requirements across Army installations.
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In addition to monitoring execution of funds throughout the year, IMA conducts a
formal mid-year review and adjustment. During this review, mission and Garrison
Commanders review their available funding and reassess what must be accomplished
both from a mission and a Base Support perspective. This reassessment is performed at
fevels from installation up the chain of command to Army icadership and realignments
are made as deemed necessary.

Al the end of the fiscal year, Base Support requirements are identified and ranked
in a process similar to the mid-year review. Final adjustments are made, if needed, and
projects are executed as funding becomes available,

2. THE CONSIDERATION OF THE IMPACT OF AN INSTALLATION’S
MISSION TO EACH SERVICE’S OVERALL MISSION

First and foremost, Headquarters Department of the Army (HQDA) and IMA
have ensured that lines of communication are wide open among mission commangders,
IMA, and HQDA. The core mission [or IMA is 1o provide sustained Base Support to
mission units assigned o the garrison. The IMA senior leadership responds to mulliple
communications from senior mission commanders on any given day. HQDA and IMA
also hold multiple routine Installation Management Board of Directors and Executive
Committee Meetings as well as video teleconferences with senior Army commanders to
ensure appropriate consideration is given to installation missions in concert with overall
Army priorities. [MA’s current top priority, consistent with that of HQDA, is to support
the Global War on Terrorism (GWOT).

3. THE CONSIDERATION GIVEN TO THE FACILITY AND BASE
OPERATING SUPPORT REQUIREMENTS FOR INSTALLATIONS WITH
UNIQUE MISSIONS OR SUBSTANTIALLY GREATER REQUIREMENTS

Differences between inslatfations oceur from many factors including supported
missions, installation location, and condition of the services at the garrison. Specific
consideration is given to select installations

For example, the Competitive Sustainment Level (CSL) was developed for the
U.S. Military Academy (USMA) so that USMA facilities will be on a comparable basis
with other colleges and universities. Funding for the Garrison, West Point, has been
increased due to consideration of the CSL requirements.

Another example is Fort Greely, Alaska. Fort Greely was previously planned for
realignment during the BRAC process but is being retained for use by Space and Missile
Defense Command. Funding requirements have been identified for this unique mission.
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4. THE AUTHORITY GRANTED TO INSTALLATION COMMANDERS TO
QUICKLY REALLOCATE LOCAL FUNDS TO CARRY OUT URGENT
FACILITY AND INSTALLATION SUPPORT REQUIREMENTS

Installation Commanders continue to set priorities and issuc guidance to Garrison
Commanders in carrying out urgent facility and instaliation support requirements and rate
Garrison Commanders’ performance as before the creation of IMA. Installation
Commanders no longer directly control facility and installation support funds. IMA
Garrison Commanders exccute base support funds control responsibility in accordance
with Instaliation Commanders’” priorities and IMA fiscal and policy guidance.

Garrison Commanders have flexibility within prescribed limits to quickly realign
garrison funds and IMA has similar {lexibility to move funds among garrisons to meet
critical mission support needs. In fiscal year 2004, garrisons were restricted from
reprogranuming environmental and force protection funds in accordance with Army
priorities.

5. A COMPARISON AND ASSESSMENT BY EACH MAJOR INSTALLATION
OF THE AMOUNT OBLIGATED FOR BASE OPERATING SUPPORT AND
FACILITY SUSTAINMENT ACCOUNTS IN FISCAL YEARS 2003 AND 2004

{t should be noted that a complete comparison and assessment of fiscal year 2003
versesfiscal fear 2004 cannot be performed as the method of distribution of funds varied
during these two years. Fiscal year 2003 was the last year that {funds weredistributed and
was managed by the various Major Commands (MACOM). Fisacl year 2004 was the first
year in which distribution was managed by the IMA.  As noted in Paragraph 1 of this
report resource prioritization and allocation is a combination of factors: model driven
requirements, prior budget execution, and corporate assessments adjusting for installation
and mission support specific requirements. The creation of the IMA will ensure an
equitable allocation ol resources to Army Active and Army Reserve installations
worldwide from this point forward. Data that following indicates the dollars executed
during fiscal year 2003 and fiscal year 2004 for the base operating support and facility
sustainment accounts. Please note fiscal year 2003 data is distorted as cach MACOM had
differing rules on GWOT funding provided which can not be adequately filtered out of
expenditures.
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